Washington State
Liquor Control Board

Business Advisory Council
Minutes

April 23, 2008

Present:

LCB: Lorraine Lee, Roger Hoen, Pat Kohler, Rick Garza, Pat Parmer, Alan Rathbun,
Debi Besser, Pat McLaughlin, Jennifer Skoda, Karen McCall, Mona Moberg, Pamela
Madson, PK Dan

OFM: Mike Steenhout

Business Stakeholders: Arlen Harris, TK Bentler, Phil Wayt, Gilbert Canizales, Theresa
Hancock, Jean Leonard, Steve Lynn, Jan Gee, Michael Transue, Katie Jacoy, Holly
Chisa, Scott Hazlegrove, Karen Ferguson, Adam Cook

Called to order at 10:35 am by Board Member Roger Hoen.

Following general introductions, Roger Hoen introduced two new members to the group:
Steve Lynn of Water to Wine, representing Small Businesses and Distributors and
Theresa Hancock, representing the Contract Liquor Store Association.

In the 2008 legislative wrap up of members, many expressed thanks to the Liquor Control
Board for assistance with legislation passed in this year’s session. This included:

e Craft Distilleries Bill

e Grocery Store Sampling Bill

e Omnibus Bill

Roger noted that several community prevention groups had actively opposed the
sampling bill, but he felt that if they sampled in a separate enough area, things should be
okay. Attendees generally agreed that the Omnibus Bill worked well as a legislative
approach and should continue to consider it as an approach for future bills.

LCB staff members noted the Agency Request Bill to move some funds to non-
appropriated from appropriated, and the bill allowing Class 1 and 2 permit holders to
purchase ethyl alcohol directly from suppliers.

Arlen Harris, Washington Brewers Guild, attended a national conference last week. There
is considerable discussion regarding the definition of a brewery, which is not a settled
issue.

Several members expressed interest in being involved with the SCR 8407 Legislative
Task Force Review. Issues left unresolved: the nightclub cap and whether there would be
rules or statutory changes regarding suspended licenses.
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Senior Policy Analyst Karen McCall discussed the implementation plan for the 2008
legislative session, particularly with regard to the pilot program of grocery store
sampling. The plan is to hold a lottery for qualified stores. We plan to send a letter to
licensees on June 1, so the meeting needs to occur prior to this date regarding criteria for
selecting the locations for sampling. Some expressed concerns regarding the selection of
licensees in AlA areas or with a history of violations.

Rules Coordinator Pam Madson gave a rules update per the attached memo dated 4/9/08.

Deputy Director Rick Garza covered Price, Post and Hold implementation. There was a
discussion of what remains in effect and how to enforce it. Members expressed concerns
about the definition of “fair and uniform” and “informing customers of prices.”

Also discussed was the SCR 8407 Legislative Task Force Review. LCB welcomes
stakeholder input as we look at streamlining the licensing process and regulatory reform.
There will probably be about four meetings of the interim study group.

Licensing Director Alan Rathbun handed out copies of the memo announcing the public
comment meeting scheduled for the Tacoma AlA expansion. He noted that more
information could be found on our website.

Adjourned: 2:10 pm.
Next meeting: July 23, 2008 at WSLCB Headquarters
Final 2008 meeting: October 22 — Location to be determined
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Date: April 9, 2008

To: Lorraine Lee, Chair
Ruthann Kurose, Board Member
Roger Hoen, Board Member
Pat Kohler, Administrative Director
Rick Garza, Deputy Administrative Director

Copy: Alan Rathbun, Director of Licensing and Regulation
Pat Parmer, Director of Enforcement and Education
Pat McLaughlin, Director Business Enterprise

From: Pam Madson, Rules Coordinator

Re: Rules Schedule Quarterly Update--For Discussion at the April 9, 2008
Board Meeting

The following is a schedule of rule making activities for the next quarter for discussion
at the April 9, 2008, Board meeting and a description of rules adopted since the last
update.

COMPLETED RULES
The following rules have been completed since the last update on January 9, 2008:

Rules Effective Date

Rules resulting from Legislation
SHB 1496/05 — Use of Tribal enrollment cards as official 2/16/08
identification to prove age when purchasing alcohol or tobacco
(Rule addresses alcohol only)

Rules review process

Businesses and the general public should expect clear rules and regulations and user-
friendly processes from state agencies. The Liquor Control Board continues to review
existing rules for timeliness, clarity, and necessity. This review assists in compliance
with Executive Order 06-02 issued by Governor Gregoire. The LCB has indicated by
filing a CR 101 form that the following rules may be developed or modified as part of
an on-going review of agency rules.

Rules Quarterly Update 1 4/9/08





Stage of Rule Making

Rule Making Topic 101 102 103

Retail operations — special 3/5/08
order requests to the Board

This chapter covers the ordering by
individuals of liquor from the Board

that is not a regularly stocked liquor
product.

Transportation of liquor 3/5/08
through the state.

This chapter covers the
transportation of liquor through
Washington State by hired carriers.

Requirements for non-retail 9/22/04
liguor licenses

Rules that govern manufacturers
and distributors.

Winery rules

Brewery rules

Spirit manufacturer rules

Cleanup of hearings/model 4/6/04 4/9/08
rules of procedure rules

General cleanup of rules that outline
what happens in an administrative
hearing and other rules that
implement the Administrative
Procedure Act.

Youth Access to Tobacco 8/15/07 3/5/08

Rules on
Rules that implement preventing sampling and
access to tobacco products by official ID
individuals under age 18. documents
Public Records 10/19/07

Rules that implement the state
Public Records Act RCW 42.56 and
provisions of the Admin Procedures
Act (APA) RCW 34.05

Advertising 9/22/04

Rules about alcohol advertising and | (Hold pending
promotions by manufacturers, Tied-House
distributors, and retailers (related to | Review)

tied house and public safety).

Rules Quarterly Update 2 revised 4/9/08





Label approval

Process and guidelines for approval

9/22/04

(Hold pending

(Tied house)

identified and prioritized.

Topic is introduced in the discussion
on advertising. Other areas must be

of beer and wine labels, and Tied-House
guidelines for spirit labels. Review)
Licensee/supplier relationships X

(Hold pending
Tied-House
Review)

Rule making resulting from recent legislative changes

Bills enacted during the 2005/06 and 2007 legislative sessions require amendment or repeal of
existing WACs because of conflicts between existing WACs and the new law. New rules may

also be required.

New Law Affected WACs Stage of Rule Making
CR101 |CR102  [CR103
Enforcement activity
SB 5551/07 — Provides 314-29 (new sections)
consistent inspection 314-11-090
provisions for cigarettes and 314-12-035
other tobacco products;
provides subpoena powers in
investigations.
Licensing process
SSB 6540/06 — Processing 314-07-010 — Definition (Public 4/19/06
liquor licenses. institution)
314-07-020 - Liquor license
qualifications and application
process.
314-07-055 — Temporary retail
license
EHB 2113 — Modifies the 314-09 8/15/07
process for issuing liquor
licenses when a local
jurisdiction objects.
New liguor license
E2SSB 5859 — Establishinga | Rule amendments and new rules 2/2/08
new hotel liquor license
Tied house exceptions:
SHB 3128/06 —Allowing 314-12-140 - Prohibited practices 4/19/06
winery licensees to sit on the | 314-05-020 — What is a special
board of a non-profit occasion license?
organization that constructs or
operates the Clore Center;
Allows winery licensees to sit
Rules Quarterly Update 3 revised 4/9/08






New Law

Affected WACs

Stage of Rule Making

CR101 | CR102

CR 103

on boards of charitable
nonprofit organizations that
hold retail licenses, typically
special occasion licenses.

SHB 3150/06 — Allows joint
advertising by wineries and
retailers to promote tourism;
Allows producing winery to
be identified on restaurant’s
private label wine.

314-52

E2SSB 5859/07 — Allowing
wine industry trade
associations to hold special
occasion licenses

314-05 (new section)
314-12-140

SHB 1338/07 — Allows the
Beer Commission to receive
public or private gifts and
grants.

314-05

HB 2240/07 — Allows
wineries, breweries, and
retailers to list information on
each other’s websites; allows
wineries to perform personal
services on premises of a
retailer.

314-12-140; 314-12-141
314-52-085; 314-52-090

SSB 5721/07 — Allows
sports/entertainment facilities
to enter into financial
arrangements with
manufacturers, importers and
distributors for brand
advertising.

314-12-140
314-52

Brewery and retail operations

HB 3154/06 - Allows a
domestic brewery or
microbrewery holding a
spirits, beer, and wine
restaurant license to sell kegs
“to go” of its own production
and to sell its beer in small
containers from the tap in the
restaurant “to go”.

314-20-015 - Licensed brewers --
Retail sales of beer on brewery
premises -- Spirit, beer and wine
restaurant operation.

4/19/06

HB 1349/07 — Allows spirits,
beer, and wine restaurant
licensees to sell kegs “to go”.

314-02-015; 020
314-02-115; 120

SSB 5639/07 — Allows a
microbrewery holding a
restaurant license to exercise
the catering privilege of the
restaurant license. (Same
privilege given to breweries
under E2SSB 5859.)

314-20-015
314-02-060

E2SSB 5859/07 — Allows

Rules Quarterly Update
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New Law Affected WACs Stage of Rule Making
CR 101 CR 102 CR 103
restaurant licensees with a 314-02-045
catering endorsement to store | 314-02-060
alcohol off the restaurant site; | 314-02-130

- Allows a microbrewery or
brewery with an on-site
restaurant to have a second
restaurant license off-site.

Rule making resulting from Board policy
From time to time, the Board may adopt interim policies or interpretive statements that
require rule making under the Administrative Procedures Act. The Board may also

identify the need to clarify agency action through rule making.

Stage of Rule Making

Rule Making Topic

101 102

103

Emergency Suspensions

Rules guiding the process used for
issuing emergency suspensions and
incorporating rule changes resulting
from E2SSB 5859 allowing extension
of emergency suspension by an ALJ
under specified circumstances.

3/5/08

Technical Corrections — Local
Government Objections

Corrects the technical amendment
format for rules previously adopted.

9/20/06

Rules Quarterly Update
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Washington State
Liquor Control Board

April 24, 2008
Dear Interested Party:

On May 7, 2008, the Liquor Control Board will hold a Board meeting to review the city of Tacoma'’s request
for recognition of an Alcohol Impact Area (AlA) in the Lincoln District. If the AlA is approved, businesses
licensed to sell beer and wine for off-premises consumption will be prohibited from selling the banned
products, and distributors and suppliers delivering beer and wine within the AIA will no longer be able to
distribute banned products.

Board Meeting: Wed., May 7, 6:30 p.m.
Location: Tacoma City Council Chambers, Tacoma Municipal Building,
747 Market Street, Tacoma
Alcohol Impact Areas
An Alcohol Impact Area is an area of a city or town that is experiencing significant problems with chronic
public inebriation or illegal activity associated with alcohol sales or consumption.

Under Liguor Control Board (LCB) regulations (Washington Administrative Code 314.12.210-225), a city or
town can request that the LCB formally recognize an Alcohol Impact Area after it has first attempted to
address the problems through voluntary compliance.

For the Board to approve an AlA, the local jurisdiction must provide documentation to show a pervasive
pattern of public intoxication and/or public consumption of alcohol within the proposed boundaries of the AlA.

If approved by the Board, the proposed AIA will affect liquor licensees in the following ways:
1. Extended liquor license notification times:
The city of Tacoma will have:
e 60 days to comment on applications or assumptions that include alcohol sales “to go” (in non-
AlA areas the comment period is 20 days for local jurisdictions), and

e 90 days to comment on license renewals (in non-AlA areas the time period is 60 days).

2. Restrictions on “To Go” Alcohol Sales: The LCB may approve mandatory restrictions on the “to-go” sales
of certain alcohol products based on the city of Tacoma demonstrating that the sales within the Alcohol
Impact Area are linked to problems associated with chronic public inebriation.

City of Tacoma Request: The city is requesting the Board formally recognize this new AIA, and that the
Board restrict grocery stores, convenience stores and restaurants that sell beer and/or wine “to-go” in these
AlAs from selling certain types of high-alcohol content/low-cost beers and wines. The restriction would also
include restaurants that sell beer and/or wine for off-premises consumption.

Providing Comments to the Board
City of Tacoma representatives will present its request to the Board at the May 7, meeting. The Board will
also accept public testimony at the meeting or written testimony until May 23, 2008.

Send comments in writing to:

Alan Rathbun, Director of Licensing Division
Washington State Liquor Control Board

PO Box 43098

Olympia, WA 98504-3098

Comments can also be faxed to (360) 753-2710, or sent by e-mail to aia@lig.wa.gov.
More information

For more information regarding the proposed Tacoma AIA -- including the proposed list of banned products
and the AIA boundaries -- please visit the LCB Web site at www.lig.wa.gov.
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Washington State
Liquor Control Board

April 3, 2008

TO: Manufacturers, Importers and Wholesalers
FROM: Washington State Liquor Control Board
RE: Changes in Price Filing Requirements

On April 1, 2008, the Ninth Circuit Court of Appeals denied Costco’s request for a review of its
January 28 decision to uphold the Washington State Liquor Control Board’ (WSLCB) key three-
tier system regulations. The Court followed with a mandate that, within seven days, the
Washington State Liquor Control Board eliminate the requirement for electronic price posting
and price holding currently used for enforcing uniform pricing.

Electronic Filing System

On April 8, 2008, at 12:01 PDT, the WSLCB will implement programming changes to the site
currently used for price posting. Under the new system, suppliers and distributors will still be
required to electronically file prices. However, the data will only be available for viewing by the
person entering the data and the Liquor Control Board. You will still be able to view your price
filings interactively at any time.

Key Features
e The electronic system will now be referred to as Price Filing.

o Label approvals will show immediately in your Add to Catalog for price filing purposes.
The effective sell date for that product will be the day it has been filed on the WSLCB
site.

¢ While the requirement to hold your price in effect for a specified time frame has been
eliminated you will still need to file all price changes on the site before you can sell.

¢ The filing of allowances and post-offs is no longer required.
e Filing deadlines will no longer be in effect.

e The option to see all price posting and label approvals through the Price Posting & Label
Inquiries link (also known as the Kiosk) will be closed to viewing by licensees.

e These changes to the Price Filing System mean that the filing site will be open at any
time for filing price changes with the price to be in effect immediately.

¢ News and implementation items of interest related to this notification will be posted on
the login page to the site as they occur.

Attached is an issue paper that provides additional background and explains price file system
changes in more detail.

Contact
If you have further questions, please contact the Liquor Control Board Licensing Division at
360-664-1600 then select option “4” at the prompt.
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Key Impact Measures Team

In 2006, the Liquor Control Board (LCB) was directed by the Legislature to
review our current regulatory system that controls the sale and distribution of
beer and wine in Washington State. This review was conducted by the Three
Tier Task Force. One of the Task Force recommendations was that the LCB
convene an intemnal workgroup to identify general impact measures to allow the
LCB to collect data to effectively show how policy/rule changes affect the
industry, consumers, the state, and society.

On March 24, 2008, the Key Impact Measures Team began its work. The prolect
charter defines the objectives as:

1. ldentify key impact measures to be used by the LCB to evaluate alcohol
regulations and policies in support of agency mission.

2. Discuss how use of these measures and the data may affect the industry,
consumers, the state, and society. Consider how the impact measures
address the dynamic marketplace and changing business models.

3. Define what the measures will describe and how to collect comparative
data (from other states or other sources if possible).

4. Discuss how the data will be collected, reviewed, frequency of collection,
data source, data availability, resources needed, and ultimately where the
responsibility for this work will reside in LCB.

Lorraine Lee and Rick Garza are the project sponsors for this team and are
actively involved in setting the course. They are inviting key researchers to
speak to LCB staff about possible measures and how data can be used to
evaluate alcohol policies. Lorraine Lee, Board Chairman stated “This is a very
important effort to help our agency have key indicators to use when evaluating
future policy or regulatory changes.”

Team meetings will be open to the public and to agency staff interested in
learning more about this topic. Meeting notes and other related information from
researchers will be shared after each meeting. Future planned meetings are:

e April 17, 2008 (9:00 — 12:00) Board Room

* May 6, 2008 from (9:00 — 12:00) Board Room

e May 12, 2008 {1:00 — 4:00) Conference Room 201
e June 9, 2008 (9:00 — 12:00) Conference Room 201





